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2018 Glohal GDP Projection

World Bank ADB
Forecasts *Change Forecasts *Change Forecasts *Change
2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018
Global 3.6 3.7 0.1 0.1 2.7 2.9 0.0 0.0 - - - -
Advanced economies 2.2 2.0 0.2 0.1 1.9 1.8 0.1 0.0 2.0 2.0 0.1 0.1
us 2.2 2.3 0.1 0.2 21 2.2 -0.1 0.1 2.2 24 -0.2 0.0
Euro Area 21 1.9 0.2 0.2 1.7 15 0.2 0.1 2.0 1.8 0.4 0.2
Japan 1.5 0.7 0.2 0.1 15 1.0 0.6 0.2 15 1.1 0.5 0.2
Developing economies 4.6 4.9 0.0 0.1 4.1 4.5 -0.1 -0.1 5.9 5.8 0.2 0.1
China 6.8 6.5 0.1 0.1 6.5 6.3 0.0 0.0 6.7 6.4 0.2 0.2
India 6.7 7.4 -0.5 -0.3 7.2 7.5 -0.4 -0.2 7.0 7.4 -0.4 -0.2
Asean-5 5.2 5.2 0.1 0.0 5.1 5.2 0.1 0.0 5.0 5.1 0.2 0.1
Indonesia 5.2 5.3 0.1 0.0 5.2 5.3 -0.1 -0.2 5.1 5.3 0.0 0.0
Maaysa | 54 48 09 01 | 49 49 06 04 | 54 54 10 08 |
Philippines 6.6 6.7 -0.2 -0.2 6.9 6.9 0.0 -0.1 6.5 6.7 0.1 0.1
Singapore 2.5 2.6 0.3 0.0 - - - - 2.7 2.7 0.5 0.4
Thailand 3.7 3.5 0.7 0.2 3.2 3.3 0.0 0.0 35 3.6 0.0 0.0

Source: International Monetary Fund (IMF), World Bank, Asian Development Bank (ADB)
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2018 Glohal Semiconductor Sales Projection

USS$bn = Total sales (LHS) %yoy %yoy m2016 m2017F 2018F
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Source: Semiconductor Industry Association (SIA)
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Malaysia: diverging trend between survey and actual performance

MIER Business Conditions Survey

Curent Looking forward
Indicator (Compared to 6 months ago) (Next 6 months)
1H16 2H16 2H16 1H17

Business conditions 83 90 102 101 94 107 100 110
Local sales 72 80 87 87 84 99 87 102
Export sales 95 99 109 109 106 112 111 117
Production volume 88 93 106 105 104 114 106 117
Capacity utilisation 90 94 107 103 100 111 106 111
Capital investment 104 110 110 113 107 108 116 120
Number of employees 91 106 104 109 106 111 110 114
Cost of production 154 154 167 165 157 150 165 153

Diverging trend: Malaysia’s IPI manufacturing holds up although Malaysia’s PMI reading weak
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GDP supnorted by strong exports growth

Exports posted double digit growth in third quarter

%yoy Net exports (RHS) e EXports of Goods & Services = = = |mports of Goods & Services % pts to growth
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Exports was driven by higher demand on E&E products
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GDP supnorted by services and manufacturing sectors

Services sector supported by consumption-driven segments, such as wholesale and retail trade

%yoy, %pts mmmm Government Services (%pts to serv) Wholesale Trade (%pts to serv)
8 Communication Retail Trade (%pts to serv)
mmmm Real Estate & Business Services (%opts to serv) — Services
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Manufacturing sector growth expanded on improvement in almost across the board
%yoy, Y6pts = E&E (%opts to Mfg) Petroleum, Chemical, Rubber & Plastic Products (%pts to Mfg)
8 Non Metallic, Basic & Fabricated Metal Products (%pts to Mfg) m Transport equip. & other manufacturers

e \anufacturing (%yoy)
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2018 GDP Projection

Change (%)

Share (% of GDP)

%ppt contribution to GDP growth

Nominal GDP
Real GDP

Private Expenditure
Consumption
Investment

Public Expenditure
Consumption
Investment

Domestic Demand

Change in Stocks

Net External Demand
Exports
Imports
Real GDP by Sector
Agriculture
Mining
Manufacturing
Construction
Services
(-) Undistributed FISIM
(+) Import duties

2016 2017E 2018F 2016 2017E 2018F 2016 2017E
6.3 9.3 7.6 - - - - -
4.2 5.2-5.7 5.0-5.5 100.0 100.0 100.0 4.2 5.2-5.7

Real GDP by aggregate demand
5.6 7.4 7.3 70.1 71.4 72.9 3.8 5.2
6.0 6.9 6.8 53.2 53.9 54.8 3.1 3.6
4.3 9.3 8.9 16.9 17.5 18.1 0.7 1.6
0.4 3.1 -0.4 21.5 21.1 19.9 0.1 0.7
0.9 2.7 1.3 13.1 12.7 12.2 0.1 0.4
-0.5 3.7 -3.1 8.5 8.4 7.7 0.0 0.3
4.3 6.4 5.5 91.6 92.5 92.8 3.9 5.9

-118.8 342.9 -34.4 0.0 0.1 0.1 0.2 0.1
1.5 -6.3 1.0 8.4 7.4 7.1 0.1 -0.5
1.1 8.0 2.3 70.4 72.2 70.2 0.8 5.6
1.1 9.9 2.5 62.1 64.7 63.1 0.7 6.2
-5.1 5.6 2.4 8.1 8.1 7.9 -0.4 0.5
2.2 0.5 0.9 8.8 8.4 8.1 0.2 0.0
4.4 5.5 5.3 23.0 23.0 23.0 1.0 1.3
7.4 7.6 7.5 45 4.6 4.7 0.3 0.3
5.6 5.9 5.8 54.3 54.5 54.8 3.0 3.2
8.8 9.0 9.1 1.4 1.4 1.5 0.1 0.1

5.0-5.5

5.2
3.7
1.6
-0.1
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-0.3
51

0.0

0.1
1.7
1.6
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12
0.3
3.2

0.1

Source: MOF
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% Global growth (%yoy) GovRevenue . RM pn RM bn mmmm Ojl-related revenue === Qil price USD/bl
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Source: IMF, CEIC, MOF
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2017E* 2017E** 2018F
Qil price US$/bbl 45.0 45.0 50.0 52.0
Total revenue RMbn 212.4 219.7 225.3 239.9
Operating expenditure RMbn 210.2 214.8 219.9 234.3
Operating balance RMbn 2.2 4.9 5.4 5.6
Gross development expenditure RMbn 42.0 46.0 46.0 46.0
Loan recoveries RMbn 1.3 -0.7 0.6 0.6
Net development expenditure RMbn 40.6 45.2 45.3 45.4
Fiscal balance RMbn -38.4 -40.3 -39.9 -39.8
% of GDP -3.1 -3.0 -3.0 -2.8

Source: MOF

5" Malaysia Statistics Conference




== Real GDP Growth

==Nominal GDP Growth

25

20

15

10

-10

-15

-20

LT-das
91-08@
9T-reN
GT-ung
y1-dos
€1-98Q
eT-reN
zT-ung
T1-d8s
0T-%2@
oT-TeN
60-ung
80-das
£0-98@
LO-reN
90-ung
Go-des
¥0-08d
¥0-1eiN
€o-ung
2o0-das
10-%8@
TO-reN
00-ung
66-dos
86-28Q
86-1elN
/6-ung
96-das
G6-092Q
G6-1eN
¥6-ung
£6-des
26-98@
z6-1eN

Source: CEIC

O
O
c
[T
G
0
s o
c
o
O
v
O
ﬁ
L
ﬁ
O
~—
(7 ]
=
wv)
>
i,
o
=
=

L




Equity Rating Structure and Definitions

BUY Total return is expected to exceed +10% over a 12-month period

HOLD Total return is expected to be between -5% and +10% over a 12-month period

SELL Total return is expected to be below -5% over a 12-month period

NOT RATED Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company. Report is intended as information only and not as a recommendation

The total expected return is defined as the percentage upside/downside to our target price plus the net dividend yield over the next 12 months.

OVERWEIGHT Industry, as defined by the analyst's coverage universe, is expected to outperform the KLCI benchmark over the next 12 months
NEUTRAL Industry, as defined by the analyst's coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months
UNDERWEIGHT Industry, as defined by the analyst's coverage universe is expected to under-perform the KLCI benchmark over the next 12 months

This report is intended for information purposes only and has been prepared by Affin Hwang Investment Bank Berhad (14389-U) (‘the Company”) based on sources believed to be reliable. However, such sources have not been independently verified by
the Company, and as such the Company does not give any guarantee, representation or warranty (express or implied) as to the adequacy, accuracy, reliability or completeness of the information and/or opinion provided or rendered in this report. Facts,
information, views and/or opinion presented in this report have not been reviewed by, may not reflect information known to, and may present a differing view expressed by other business units within the Company, including investment banking personnel.
Reports issued by the Company, are prepared in accordance with the Company'’s policies for managing conflicts of interest arising as a result of publication and distribution of investment research reports. Under no circumstances shall the Company, its
associates and/or any person related to it be liable in any manner whatsoever for any consequences (including but are not limited to any direct, indirect or consequential losses, loss of profit and damages) arising from the use of or reliance on the
information and/or opinion provided or rendered in this report. Any opinions or estimates in this report are that of the Company, as of this date and subject to change without prior notice. Under no circumstances shall this report be construed as an offer to
sell or a solicitation of an offer to buy any securities. The Company and/or any of its directors and/or employees may have an interest in the securities mentioned therein. The Company may also make investment decisions or take proprietary positions that
are inconsistent with the recommendations or views in this report.

Comments and recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not fit to your financial status, risk and return preferences and hence an independent
evaluation is essential. Investors are advised to independently evaluate particular investments and strategies and to seek independent financial, legal and other advice on the information and/or opinion contained in this report before investing or
participating in any of the securities or investment strategies or transactions discussed in this report.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data.
The Company'’s research, or any portion thereof may not be reprinted, sold or redistributed without the consent of the Company.
The Company, is a participant of the Capital Market Development Fund-Bursa Research Scheme, and will receive compensation for the participation.

This report is printed and published by:
Affin Hwang Investment Bank Berhad (14389-U)

A Participating Organisation of Bursa Malaysia Securities Bhd
27" Floor, Manara Boustead,

69, Jalan Raja Chulan,

50200 Kuala Lumpur, Malaysia

www.affinhwang.com

Email : research@affinhwang.com

Tel : + 603 2146 7599

Fax : + 603 2146 7630
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